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DETAILED ACTION 

1 . This non-final Office action is responsive to Applicant's after-final amendment 
filed April 12, 2006, which has been entered. 

A new examiner has taken over prosecution of the instant application. 
Claims 1-22 are pending. 

2. The previous objection to the declaration is withdrawn in response to Applicant's 
persuasive arguments. 

Response to Arguments 

3. Applicant's arguments with respect to the art rejection of claims 1 -22 have been 
fully considered and are persuasive. Therefore, the rejection has been withdrawn. 
However, upon further consideration, a new ground(s) of rejection is made in view of 
McConnell et al. (US 2001/0049690) and Price. 

Claim Rejections • 35 USC § 101 

4. 35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

5. Claims 1-22 are rejected under 35 U.S.C. 101 because the claimed invention is 
directed to non-statutory subject matter. 

Under the statutory requirement of 35 U.S.C. § 101 , a claimed invention must 
produce a useful, concrete, and tangible result. For a claim to be useful , it must yield a 
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result that is specific, substantial, and credible (MPEP § 2107). A concrete result is one 
that is substantially repeatable, i.e., it produces substantially the same result over and 
over again (In re Swartz, 232 F.3d 862, 864, 56 USPQ2d 1703, 1704 (Fed. Cir. 2000)). 
In order to be tangible , a claimed invention must set forth a practical application that 
generates a real-world result, i.e., the claim must be more than a mere abstraction 
(Benson, 409 U.S. at 71-72, 175 USPQ at 676-77). Additionally, a claim may not 
preempt abstract ideas, laws of nature or natural phenomena nor may a claim preempt 
every "substantial practical application" of an abstract idea, law of nature or natural 
phenomena because it would in practical effect be a patent on the judicial exceptions 
themselves (Gottschalk v. Benson, 409 U.S. 63, 71-72 (1972)). (Please refer to the 
"Interim Guidelines for Examination of Patent Applications for Patent Subject Matter 
Eligibility" for further explanation of the statutory requirement of 35 U.S.C. § 101.) 

While claims 1-22 produce a useful and concrete result, the produced result is 
not clearly tangible. In other words, the result is not recited in such a manner that it has 
an effect in the real-world. For example, the result is never converted into any output 
that is clearly conveyed in the real-world nor is it used to effect any real-world actions. 
Therefore, claims 1-22 are deemed to be non-statutory. 

Appropriate correction is required. 

Claim Rejections - 35 (JSC §112 

6. The following is a quotation of the second paragraph of 35 U.S.C. 1 12: 

The specification shall conclude with one or more claims particularly pointing out and distinctly 
claiming the subject matter which the applicant regards as his invention. 
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7. Claims 2, 4, 6, 13, 15, and 17 are rejected under 35 U.S.C. 112, second 
paragraph, as being indefinite for failing to particularly point out and distinctly claim the 
subject matter which applicant regards as the invention. 

Claim 13 recites a "second time-course order record determining means for 
determining a time-course record of orders with respect to each part and extracting 
second low-order-rate parts whose order records show order rate to have fallen below a 
second predetermined level higher than said predetermined level." First, it is not clear 
whether a second predetermined level would be faster or slower than the predetermined 
level since the term "higher" is relative. In other words, would faster or slower 
movement of an item be indicative of a higher predetermined level? Second, the result 
of this determination step is never used again; therefore, it is not clear what the 
significance of this step is in relation to the invention as a whole, especially the fact that 
the second low-order-rate parts have fallen below a second predetermined level higher 
than a [first] predetermined level. 

Claims 15 and 17 are dependent from claim 13 and therefore inherit the same 
rejections under 35 U.S.C. § 112, 2 nd paragraph. 

Claims 2, 4, and 6 mirror the functionality recited in claims 13, 15, and 17; 
therefore, the rejections of claims 13, 15, and 17 under § 1 12, 2 nd paragraph are applied 
to claims 2, 4, and 6 as well. 

Appropriate correction and/or clarification is required. 
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Claim R j ctions - 35 USC § 103 

8. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 1 02 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

9. Claims 1-22 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
McConnell et al. (US 2001/0049690) in view of Price ("How to Prepare Inventory 
Forecasts for Very Low Demand Items"). 

McConnell discloses a system for forecasting future orders of parts for products 
sold to customers, comprising: 

[Claim 12] time-course order record determining means for determining a time- 
course record of orders with respect to each part and extracting low-order-rate parts 
whose order records show order rate to have fallen below a predetermined level (fflj 40, 
62, 68, 71 , 74, 84 ~ Sales, or order, patterns of an item are monitored over time. If the 
items are moving too slowly, i.e., they are not selling as quickly as expected, in relation 
to an identified threshold, an alarm is generated); 

order occurrence probability distribution determining means for determining from 
each such order record at least one parameter indicating a characteristic of orders after 
the order rate fell below the predetermined level, and for classifying the extracted low- 
order-rate parts into multiple categories and using the parameter indicating the 
characteristic of orders to calculate for each of the multiple categories an order 
occurrence probability distribution (1flJ 40, 62, 68, 71, 74, 84 -- Sales, or order, patterns 
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of an item are monitored over time. If the items are moving too slowly, i.e., they are not 
selling as quickly as expected, in relation to an identified threshold, an alarm is 
generated; Iffl 39, 112, 115, 130-140 - The sales patterns of an item may be analyzed 
in relation to various effects, such as price index, promotion index, day-of-week index, 
competing item promotion index, holiday index, season index, and market conditions 
index. Items can be categorized by any special effects that may be influencing their 
sales patterns. This information is used to forecast future sales of the items); 

forecasting means for forecasting future number of orders of the low-order-rate 
parts based on the calculated occurrence rate probability distributions of number of 
orders during the predetermined period (ffll 82, 140, 141, 308 - Sales forecasts are 
made for items of interest, e.g., sales are forecasted for the next 24-48 hours in ffl] 82 
and 140. Sales predictions for the next 24-48 hours based on probability distributions 
are calculated occurrence rate probability distributions of number of orders during the 
predetermined period); 

[Claim 14] wherein the parameter indicating the characteristic of orders is at least 
one of an order occurrence interval and a ratio of number of orders 82, 140, 141 , 
308 ~ Sales forecasts are made for items of interest, e.g., sales are forecasted for the 
next 24-48 hours in fflf 82 and 140. Sales predictions for the next 24-48 hours based on 
probability distributions reflect an order occurrence interval); 
[Claim 15] wherein the parameter indicating the characteristic of orders is at least 
one of an order occurrence interval and a ratio of number of orders (ffl[ 82, 140, 141 , 
308 - Sales forecasts are made for items of interest, e.g., sales are forecasted for the 
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next 24-48 hours in 82 and 140. Sales predictions for the next 24-48 hours based on 
probability distributions reflect an order occurrence interval); 
[Claim 16] wherein the ratio of number of orders is a ratio of the number of orders 
after order expired to the number of orders before order expired (This limitation further 
limits one of the alternatives recited in claim 14, i.e., "a ratio of number of orders." 
McConnell addresses the first alternative of "an order occurrence interval" in claim 14; 
therefore, McConnell does not expressly need to address the alternative limitation of 
claim 16); 

[Claim 17] wherein the ratio of number of orders is a ratio of the number of orders 
after order expired to the number of orders before order expired (This limitation further 
limits one of the alternatives recited in claim 15, i.e., "a ratio of number of orders." 
McConnell addresses the first alternative of "an order occurrence interval" in claim 15; 
therefore, McConnell does not expressly need to address the alternative limitation of 
claim 17). 

As per claim 12, McConnell does not expressly teach the use of Monte Carlo 
simulation based on the calculated order occurrence probability distributions to 
determine occurrence rate probability distributions of number of orders during a 
predetermined period; however, Official Notice is taken that it is old and well-known in 
the art of modeling that Monte Carlo simulations are especially useful in validating the 
accuracy of other forecasting techniques, especially when large amounts of data need 
to be processed, thereby increasing confidence in forecast results. McConnell 



Application/Control Number: 09/929,356 Page 8 

Art Unit: 3623 

discusses use of a Poisson model (fflj 85, 87) and Price's article addresses the use of 
Monte Carlo simulation in conjunction with a Poisson distribution pattern to compare 
forecasting methods for very low demand items (abstract), thereby indicating the 
collaborative nature of Monte Carlo simulation and Poisson models; therefore, the 
Examiner submits that it would have been obvious to one of ordinary skill in the art at 
the time of Applicant's invention to modify McConnell to expressly incorporate Monte 
Carlo simulation means for carrying out Monte Carlo simulation based on the calculated 
order occurrence probability distributions to determine occurrence rate probability 
distributions of number of orders during a predetermined period in order to provide a 
tool for validating the accuracy of McConnell's forecasting techniques, especially when 
large amounts of data need to be processed, thereby increasing confidence in the 
forecast results. 



[Claim 13] Claim 13 essentially recites most of the same limitations recited in claim 
12, but applied to a second analysis corresponding to second low-order-rate parts; 
therefore, the same discussion from claim 12 applies to claim 13 as well, keeping in 
mind that McConnell performs the disclosed analysis for various types of items. For 
example, normal velocity of an item is gleaned based on data related to "similar but 
slower moving items" flj 144). Groups of items as well as individual items may be 
studied (HIT 156-162). Use of Monte Carlo simulation for the second analysis would 
have been obvious for the same reasons presented in the rejection of claim 12 above. 
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Furthermore, McConnell states, "In the first pass, the LOSS comes up with a 
crude estimate of normal velocity (referred to as the 'Initial Base Lambda') for each item 
having at least N observations, and uses this data to estimate normal velocity of similar 
but slower moving items" (U 144). The indication of a velocity that corresponds to parts 
that are "slower moving" exemplifies "second low-order-rate parts whose order records 
show order rate to have fallen below a second predetermined level higher than said 
predetermined level." 

Additionally, as described in McConnell, the Poisson model utilizes the type of 
data commonly used in a regression analysis such as time and expected activity over 
time intervals, as seen in fflj 85-87, 125-140. McConnell does not expressly state that 
regression analysis is used perse; however, Official Notice is taken that it is old and 
well-known in the art of statistical modeling to perform regression analysis as an 
effective forecasting technique. As a matter of fact, McConnell utilizes Poisson models 
and the Examiner submits that the use of Poisson regression models are old and well- 
known in the art of statistical modeling. Regression analysis is especially useful in 
effectively predicting the output of a dependent variable based on the interactions of 
other related variables, the general concept of which is disclosed in fflj 85-87, 125-140 
of McConnell (without using regression analysis perse). Therefore, the Examiner 
submits that it would have been obvious to one of ordinary skill in the art at the time of 
Applicant's invention to modify McConnell to incorporate regression analysis for 
forecasting the future number of orders of the second low order-rate parts in order to 
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provide efficient means for predicting the behavior of a dependent variable (e.g., future 
number of orders of the second low-order-rate parts) based on the various variables set 
forth in fflj 85-87, 125-140 of McConnell, such as order records before order rate fell 
below the second predetermined level and the calculated number of orders (ffij 40, 62, 
68, 71,74, 82, 84, 140, 144). 

[Claim 21] McConnell does not expressly teach a checking means for checking 
accuracy of the forecast number of orders and a changing means for changing the 
categories based on a result of checking. However, McConnell does train and retrain its 
models (abstract, fflj 15, 17, 87). Official Notice is taken that it is old and well-known in 
the art of training models to check the accuracy of a model and revise the model, as 
needed, in order to improve the accuracy of the model. Since the success of 
McConnell's invention largely depends on the reliability of its trained models, the 
Examiner submits that it would have been obvious to one of ordinary skill in the art at 
the time of Applicant's invention to modify McConnell to incorporate a checking means 
for checking accuracy of the forecast number of orders and a changing means for 
changing the categories based on a result of checking in order to improve the accuracy 
of the utilized models. 

[Claims 18-20, 22] Claims 18-20 and 22 recite limitations already addressed by the 
rejection of claims 12-17 and 21 above; therefore, the same rejection applies. 
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Additionally, regarding claim 18, while McConnell does not expressly teach that 
the order occurrence probability distribution is determined as a function of a ratio of 
number of orders, McConnell identifies sales events in terms of an expected change in 
sales velocity, e.g., items are selling too slowly or too fast (fflj 40, 62, 68, 71, 74, 84). 
Official Notice is taken that it is old and well-known in the art of sales management to 
identify changes in sales velocity in terms of a percent change in sales. A percent 
change is effectively a ratio used to describe a rate of change quantitatively. For 
example, sales have decreased by 5% or sales increased by 10% in relation to x sales 
period are both examples in which ratios are used to express a number of orders. 
Ratios are often used to put changes into better perspective. For example, if a store is 
used to selling 100 units of item A per week and 2 units of item B per week, a decrease 
of 1 unit of each respective item sold in a subsequent week might trigger greater cause 
for concern with item B since sales of item B would have dropped by 50% while sales of 
item A would only have dropped 1%. Since McConnell assesses a rate of change of 
sales for various types of items (including both fast and slow moving items), the 
Examiner submits that it would have been obvious to one of ordinary skill in the art at 
the time of Applicant's invention to modify McConnell to measure its sales velocities for 
forecasting purposes in terms of a ratio in order to put any changes in sales into better 
perspective for each respective item analysis, thereby yielding more reasonable 
interpretations of analyses for each of the items. 
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[Claims 1-6, 10] Claims 1-6 and 10 recite limitations already addressed by the 
rejection of claims 12-17 and 21 above; therefore, the same rejection applies. 
[Claims 7-9, 11] Claims 7-9 and 1 1 recite limitations already addressed by the 
rejection of claims 12-22 above; therefore, the same rejection applies. 

Conclusion 

10. The prior art made of record and not relied upon is considered pertinent to 
applicant's disclosure. 

Altiok, Tayfur. "(R, r) Production/Inventory Systems." Operations Research, vol. 
37, no. 2, pages 266-276, March/April 1989 - Discusses the use of probability 
distribution to manage inventory levels. 

Walker, John. "Decision Support for the Single-Period Inventory Problem." 
Industrial Management + Data Systems, vol. 100, no. 2, page 61-6, 2000 - Discusses 
the use of probability distribution functions for addressing inventory problems. 

Razi, Muhammad Abdullah-AI. "Periodic Review Inventory Control Model for 
Slow Moving Spare Parts" (abstract). Dissertation Abstracts International, vol. 60/06-A, 
page 2127, 1999 - Discusses inventory models for slow moving spare parts. 

Keaton, Mark. "Using the Gamma Distribution to Model Demand When Lead 
Time is Random." Journal of Business Logistics, vol. 16, no. 1, 1995 - Discusses 
forecasting of lead time for an item when demand is random. 

Heuts et al. "A Combined Forecast-Inventory Control Procedure for Spare Parts." 
Presented at the Conference on Flexible Automation & Intelligent Manufacturing (FAIM 
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'99) Discusses the use of Monte Carlo simulation in forecasting related to spare part 
inventories. 

Keaton, Mark. "Determining Reorder Points When Lead Time is Random: A 
Spreadsheet Implementation." Production and Inventory Management Journal, First 
Quarter, 1995 -- Discusses demand forecasting when lead time is random. 

Palmer, Michael. "Get It Right: Use Monte Carlo Simulation When Projecting 
Hotel Construction Loans." The Journal of Lending & Credit Risk Management, vol. 81, 
no. 5, page 38(7), January 1999 Discusses the benefits of Monte Carlo simulation. 

"Poisson Regression" definition retrieved from the Wikipedia web site on June 7, 
2006 [URL: http://en.wikipedia.org/wiki/Poisson regression! -- Provides background on 
Poisson regression. 

"Regression Analysis" definition retrieved from the Wikipedia web site on June 7, 
2006 [URL: http://en.wikipedia.org/wiki/Regression_analysis] -- Provides background on 
regression analysis. 

"Regression Analysis" definition retrieved from the 12Manage web site on June 
7, 2006 [URL: http://www.12manage.com/methods regression analysis. htmll - 
Provides background on regression analysis. 

"Monte Carlo method" definition retrieved from the Wikipedia web site on June 5, 
2006 [URL: http://en.wikipedia.org/wiki/Monte_Carlo_method] Provides background 
on Monte Carlo methods. 
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"Monte Carlo simulation" definition retrieved from the Decisioneering web site on 
June 5, 2006 [URL: http://www.decisioneering.com/monte-carlo-simulation.html] - 
Provides background on Monte Carlo simulation. 

Beyer et al. (U.S. Patent No. 6,978,249) - Discloses a profile-based product 
demand forecasting system. 

Kalyan et al. (U.S. Patent No. 6,826,538) - Discloses a method for planning key 
component purchases to optimize revenue. 

Cheng et al. (US 2005/0283412) - Discloses a demand forecasting system that 
utilizes Monte Carlo simulation. 

1 1 . Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Susanna M. Diaz whose telephone number is (571) 272- 
6733. The examiner can normally be reached on Monday-Friday, 10 am - 6 pm. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Tariq Hafiz can be reached on (571) 272-6729. The fax phone number for 
the organization where this application or proceeding is assigned is 571-273-8300. 
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Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 

Susanna M. Diaz 
Primary Examiner 
Art Unit 3623 

June 7, 2006 



